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HOUSE BI LL 1330

Passed Legislature - 1997 Regul ar Sessi on
AS AMENDED BY THE SENATE
State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Representatives L. Thomas, G ant, Zellinsky, Sheldon and M el ke

Read first time 01/22/97. Referred to Committee on Financial
I nstitutions & | nsurance.

AN ACT Relating to adm nistration of the responsibilities of self-
i nsurers; anendi ng RCW51. 14. 020; addi ng a new section to chapter 51. 14
RCW and providing an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW51.14.020 and 1995 ¢ 31 s 1 are each anmended to read
as follows:

(1) An enployer may qualify as a self-insurer by establishing to
the director’s satisfaction that he or she has sufficient financia
ability to make certain the pronpt paynent of all conpensation under
thistitle and all assessnents whi ch may becone due fromsuch enpl oyer.
Each application for certification as a self-insurer submtted by an
enpl oyer shall be acconpani ed by paynment of a fee of one hundred fifty
dol l ars or such |l arger sumas the director shall find necessary for the
adm ni strative costs of evaluation of the applicant’s qualifications.
Any enployer who has fornerly been certified as a self-insurer and
thereafter ceases to be so certified may not apply for certification
within three years of ceasing to have been so certifi ed.

(2)(a) Aself-insurer may be required by the director to suppl enent
existing financial ability by depositing in an escrow account in a
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depository designated by the director, noney and/or corporate or
governnmental securities approved by the director, or a surety bond
witten by any conpany admtted to transact surety business in this
state, or provide an irrevocable letter of credit issued by a federally
or state chartered commerci al banking institution authorized to conduct
business in the state of Washington filed wth the departnent. The
nmoney, securities, bond, or letter of credit shall be in an anobunt
reasonably sufficient inthe director’s discretion to insure paynent of
reasonably foreseeabl e conpensati on and assessnents but not |ess than
the enpl oyer’ s nornal expected annual claimliabilities and in no event
| ess than one hundred thousand dollars. |In arriving at the anmount of
noney, securities, bond, or letter of credit required under this
subsection, the director shall take into consideration the financial
ability of the enployer to pay conpensation and assessnents and his or

her probable continuity of operation. However, a letter of credit
shall be acceptable only if the self-insurer has a net worth of not
less than five hundred mllion dollars as evidenced in an annual

financial statenent prepared by a qualified, independent auditor using
general |y accepted accounting principles. The noney, securities, bond,
or letter of credit so deposited shall be held by the director solely
for the paynent of conpensation by the self-insurer and his or her
assessnments. In the event of default the self-insurer |oses all right
and title to, any interest in, and any right to control the surety.
The anobunt of surety may be i ncreased or decreased fromtine to tine by
the director. The income from any securities deposited nay be
distributed currently to the self-insurer.

(b) The letter of <credit option authorized in (a) of this
subsection shall not apply to self-insurers authorized under RCW
51.14.150 or to self-insurers who are counties, cities, or nmunicipal
cor porations.

(3) Securities or noney deposited by an enployer pursuant to
subsection (2) of this section shall be returned to himor her upon his
or her witten request provided the enployer files the bond required by
such subsection

(4) If the enployer seeking to qualify as a self-insurer has
previously insured with the state fund, the director shall require the
enployer to make up his or her proper share of any deficit or
insufficiency in the state fund as a condition to certification as a
sel f-insurer

HB 1330. PL p. 2
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(5 A self-insurer may reinsure a portion of his or her liability
under this title wth any reinsurer authorized to transact such
reinsurance in this state: PROVI DED, That the reinsurer may not
participate in the admnistration of the responsibilities of the self-
insurer under this title. Until July 1, 2001, subsidiary conpanies,
hol di ng conpanies, or affiliated legal entities of the reinsurer not

involved in providing reinsurance shall be allowed to participate in

the adnm nistration of the responsibilities of the self-insurer under

this title. Such reinsurance may not exceed eighty percent of the

l[iabilities under this title.

(6) For purposes of the application of this section, the departnent
may adopt separate rules establishing the security requirenments
applicable to units of |local governnent. In setting such requirenents,
the departnment shall take into consideration the ability of the
governmental unit to neet its self-insured obligations, such as but not
limted to source of funds, permanency, and right of default.

(7) The director shall adopt rules to carry out the purposes of
this section including, but not limted to, rules respecting the terns
and conditions of letters of credit and the establishnment of the
appropriate |level of net worth of the self-insurer to qualify for use
of the letter of credit. Only letters of credit issued in strict
conpliance wth the rules shall be deened acceptabl e.

NEW SECTION.. Sec. 2. A new section is added to chapter 51.14 RCW
to read as foll ows:

(1) Self-insurers shall report to the departnent any attenpt by a
reinsurer to participate in the admnistration of the responsibilities
of the self-insurer under this title.

(2) The department shall conduct a study of self-insurers’
adj udi cati on outcones, clains nmanagenent practices, and ot her
appropriate outcones and practices. The study shall conpare outcones
and practices of self-insurers who use the services of reinsurers and
admnistrators that are affiliated to those of self-insurers who use
the services of unaffiliated reinsurers and adm nistrators, as well as
to the outcones and practices of the departnent. The departnent shal
report the results of the study to the |egislature by January 1, 2000.

(3) The departnent shall adopt rules to inplenent this act.
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(4) This section expires July 1,

2001.

~-- END ---
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